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Title  24 — Housing  and  Urban 
Development 

CHAPTER  V— OFFICE  OF  ASSISTANT 
SECRETARY  FOR  COMMUNITY 
PLANNING  AND  DEVELOPMENT, 
DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

[Docket  No.  R-78-540] 

PART  570— COMMUNITY 
DEVELOPMENT  BLOCK  GRANTS 

Categorical  Program  Settlement 
Grants 

AGENCY:  Department  of  Housing 
and  Urban  Development. 

ACTION:  Interim  rule. 

SUMMARY:  The  rule  contains  re¬ 
quirements  for  funding  the  financial 
settlement  and,  to  the  extent  feasible, 
the  completion  of  projects  assisted 
under  the  categorical  grant  programs 
terminated  by  Congress  in  1974.  Pri¬ 
marily  involved  are  renewal  projects 
assisted  under  the  Housing  Act  of 
1949.  The  purpose  of  the  rule  is  to  im¬ 
plement  Title  I  of  the  Housing  and 
Community  Development  Act  of  1977, 
Section  103(d)(2). 

DATES:  Effective  date:  June  6,  1978; 
comments  due:  July  6,  1978. 

ADDRESS:  Interested  persons  should 
file  written  comments  on  or  before 
due  date  with  the  Rules  Docket  Clerk. 
Office  of  General  Counsel,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  Room  5218,  451  Seventh  Street 
SW.,  Washington,  D.C.  20410. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Thomas  Terrell,  Urban  Renewal  Clo¬ 
seout  Task  Force,  HUD/Community 
Planning  and  Development,  Room 
7186,  451  Seventh  Street  SW.,  Wash¬ 
ington,  D.C.  20410,  202-755-1871. 

SUPPLEMENTARY  INFORMATION: 
This  Subpart  H  is  being  promulgated 
as  interim  rule  effective  upon  publica¬ 
tion  to  enable  applicants  to  maintain 
the  progress  schedules  adopted  locally 
for  achievement  of  categorical  projects 
and  to  enable  the  Department  to  meet 
its  responsibility  for  reviewing  and  ap¬ 
proving  fiscal  year  1978  applications  in 
a  timely  manner.  The  Department  rec¬ 
ognizes  that  the  inability  to  maintain 
such  progress  schedules  would  ad¬ 
versely  affect  the  local  and  Federal  in¬ 
terest  in  the  projects.  Accordingly,  the 
Assistant  Secretary  for  Community 
Planning  and  Development  has  deter¬ 
mined  that  it  is  impracticable  to 
follow  a  notice  of  proposed  rulemaking 
procedure  and  that  good  cause  exists 
for  making  these  rules  effective  upon 
publication.  However,  interested  per¬ 


sons  are  invited  to  participate  in  the 
making  of  the  final  rule  by  providing 
written  comments.  All  comments  re¬ 
ceived  by  July  6,  1978,  will  be  consid¬ 
ered  in  the  development  of  the  final 
rule.  Such  comments  should  be  filed 
with  the  Rules  Docket  Clerk,  Office  of 
General  Counsel,  Department  of 
Housing  and  Urban  Development, 
Room  5218,  451  Seventh  Street  SW., 
Washington,  D.C.  20410.  Copies  of 
comments  received  will  be  available 
for  inspection  and  copying  at  that  ad¬ 
dress. 

The  Department  has  determined 
that  an  environmental  impact  state¬ 
ment  is  not  required  with  respect  to 
this  rule.  A  copy  of  the  Finding  of  In¬ 
applicability  is  available  for  inspection 
in  the  Office  of  the  Rules  Docket 
Clerk,  Room  5218,  Department  of 
Housing  and  Urban  Development,  451 
Seventh  Street  SW.,  Washington,  D.C. 
20410. 

The  major  issues  in  the  proposed 
rule  are  covered  in  the  following  dis¬ 
cussion. 

Exclusion  or  Model  Cities  and 

Public  Facility  Loan  Projects 

The  purpose  of  the  grants  is  to  pro¬ 
vide  supplemental  assistance  for  the 
financial  settlement  and,  to  the  extent 
feasible,  the  completion  of  categorical 
projects  and  programs  terminated  by 
Section  116(a)  of  the  Housing  and 
Community  Development  Act  of  1974, 
primarily  urban  renewal  projects.  The 
Model  Cities  and  Public  Facility  Loans 
programs  were  included  in  those  ter¬ 
minated  by  the  1974  Act:  however, 
HUD  has  determined  projects  related 
to  these  programs  to  be  adequately 
funded  and  will  not  consider  applica¬ 
tions  for  supplemental  assistance  for 
such  projects. 

Eligible  Applicants 

Subject  to  the  requirements  set 
forth  in  §  570.482,  eligible  applicants 
include  units  of  general  local  govern¬ 
ment  that  have  incomplete,  financially 
settled  urban  renewal  projects,  as  well 
as  those  with  projects  operating  under 
the  HUD  categorical  program  con¬ 
tract. 

Block  Grant  Contributions 

Section  570.483(b)(2)  indicates  that 
applicants  with  block  grant  entitle¬ 
ments  are  expected  to  provide,  as  a 
minimum,  the  equivalent  of  20  percent 
of  entitlements  to  be  received  for  the 
program  years  1978-1980,  to  meet 
project  funding  needs.  The  percentage 
equates  with  that  portion  of  entitle¬ 
ment  grants  which  the  Secretary  is  au¬ 
thorized  to  apply,  without  the  request 
of  the  applicant,  to  settle  outstanding 
loans  for  urban  renewal  projects 
which  cannot  be  completed  without 
additional  grants,  pursuant  to  Section 
112(a)  of  the  1974  Act.  Since  the  cate¬ 
gorical  program  settlement  grants  are 


being  provided  for  funding  projects 
which  cannot  be  financially  settled  or 
completed  without  supplemental  as¬ 
sistance,  the  20  percent  contribution 
requirement  is  an  equitable  and  rea¬ 
sonable  standard  for  all  applicants. 

Funding  Consideration 

Section  570.485(b)  establishes  a  pri¬ 
ority  for  funding  consideration  which 
is  consistent  with  the  language  of  the 
statute  which  stresses  financial  settle¬ 
ment,  then  completion,  primarily  for 
urban  renewal  projects. 

Repayment  of  Grants 

Section  570.486  provides  for  repay 
ment  to  HUD  of  categorical  program 
settlement  grants  in  certain  circum¬ 
stances.  HUD  recognizes  that  some  ap¬ 
plicants  incur  additional  costs,  primar¬ 
ily  interest  costs,  due  to  the  inability 
to  market  project  land  and  retire  loan 
obligations  on  a  timely  basis.  To  the 
extent  that  grants  represent  future 
land  proceeds,  applicants  are  required 
to  repay  such  grants  after  marketing 
project  land. 

Accordingly,  24  CFR  Part  570  is 
amended  to  add  a  new  Subpart  H  to 
read  as  follows: 

Subpart  H — Categorical  Program  Settlement 
Fund 

Sec. 

570.480  Purpose. 

570.481  Definitions. 

570.482  Eligible  applicants. 

570.483  Applicants. 

570.484  Submission  of  applications. 

570.485  Funding  considerations. 

570.486  Repayment  of  categorical  program 
settlement  grant. 

570.487  General  provisions. 

Subpart  H — Categorical  Program  Settlement 
Grants 

§  570.480  Purpose. 

The  purpose  of  categorical  program 
settlement  grants  is  to  provide  supple¬ 
mental  assistance  for  the  financial  set¬ 
tlement  and,  to  the  extent  feasible, 
the  completion  of  projects  assisted 
under  certain  categorical  programs 
terminated  by  section  116(a)  of  the 
Housing  and  Community  Development 
Act  of  1974,  primarily  urban  renewal 
projects.  These  programs  are  those  as¬ 
sisted  under  title  I  of  the  Housing  Act 
of  1949,  as  amended  (urban  renewal 
and  neighborhood  development),  sec¬ 
tion  702  and  section  703  of  the  Hous¬ 
ing  and  Urban  Development  Act  of 
1965  (water  and  sewer,  neighborhood 
facilities),  and  title  VII  of  the  Housing 
Act  of  1961  (open  space). 

§  570.481  Definitions. 

The  following  definitions  apply  only 
to  this  subpart: 

(a)  “Completion  of  project”  means 
the  completion  of  the  activities  ap¬ 
proved  for  the  project  in  the  HUD 
funding  contract  for  assistance  under 
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the  categorical  program,  and  with  re¬ 
spect  to  urban  renewal  projects,  in¬ 
cludes  the  repayment  of  project  tem¬ 
porary  loans  and  the  sale  of  project 
land. 

(b)  “Financial  settlement’'  means 
the  financial  settlement  of  urban  re¬ 
newal  projects  according  to  the  provi¬ 
sions  of  Subpart  N,  §  570.803. 

§  570.482  Eligible  applicants. 

(a)  Eligible  applicants  are  units  of 
general  local  government,  in  which 
projects  assisted  under  one  of  the  ter¬ 
minated  categorical  programs  are  lo¬ 
cated,  which  cannot  financially  settle 
or  complete  such  projects  without  sup¬ 
plemental  financial  assistance. 

(b)  Units  of  general  local  govern¬ 
ment  that  financially  settled  an  urban 
renewal  project  under  the  provisons  of 
Subpart  N  of  this  Part  may  be  consid¬ 
ered  eligible  provided  the  following  ad¬ 
ditional  requirements  are  met: 

(1)  The  project  is  still  in  the  execu¬ 
tion  phase  under  state  and  local  law; 

(2)  The  applicant  has  not  received 
an  urgent  needs  grant  under  §  570.401 
for  the  project: 

(3)  The  grant  requested  will  not  be 
substituted  for  any  surplus  funds 
which  were  available  for  completion  of 
the  project  at  financial  settlement  and 
all  such  surplus  funds,  or  an  equiva¬ 
lent  amount  of  other  block  grant 
funds,  have  been  or  will  be  applied  to 
the  completion  of  the  project; 

(4)  The  applicant  is  in  compliance 
with  any  remaining  requirements 
under  a  closeout  agreement,  including 
any  housing  requirements,  executed 
pursuant  to  a  financial  settlement 
under  subpart  N. 

§  570.483  Applications. 

Applications  shall  be  transmitted  to 
the  appropriate  HUD  Area  Office  and 
shall  include  the  following: 

(a)  A  completed  standard  form  424, 
Application  for  Federal  Assistance 
(short  form).  Section  IV  of  form  424, 
Remarks,  shall  include  a  statement 
which  indicates  whether  the  supple¬ 
mental  funding  assistance  will  enable 
applicant  to  accomplish  financial  set¬ 
tlement  or  completion  and  the  pro¬ 
posed  settlement  or  completion  date. 

(b)  A  summary  of  the  funding  assist¬ 
ance  required,  shown  as  the  difference 
between  funding  needs  and  funding  re¬ 
sources. 

(1)  Project  funding  needs.  Applicants 
shall  list  amounts  for  direct  Federal 
loans,  Federally-guaranteed  loans, 
other  loans  or  incurred  obligations 
payable,  project  activities  to  be 
funded,  and  miscellaneous  funding 
needs.  If  project  activities  are  includ¬ 
ed,  a  separate  schedule  shall  be  pre¬ 
pared  which  shows  detailed  descrip¬ 
tions  and  the  respective  cost  estimates 
and  anticipated  completion  dates.  In 
general,  only  those  activities  which 
were  authorized  for  assistance  in  the 


HUD-approved  funding  contract  under 
the  categorical  programs  will  be  eligi¬ 
ble  for  consideration.  However,  project 
activities  in  a  conventional  urban  re¬ 
newal  plan  which  was  converted  to  a 
Neighborhood  Development  Program 
(NDP)  are  eligible  for  consideration  to 
the  extent  they  positively  affect  the 
viability  of  the  project,  whether  or  not 
they  were  previously  authorized  for 
assistance  in  such  funding  contracts. 
Project  funding  needs  may  not  include 
costs  for  noncash  local  grant-in-aid  ac¬ 
tivities. 

(2)  Project  funding  resources.  Appli¬ 
cants  shall  list  amounts  for  accounts 
receivable,  cash  on  hand,  unpaid  Fed¬ 
eral  grants,  any  unpaid  cash  local 
share  for  the  project  and  any  other 
funding  resources  to  be  made  availa¬ 
ble.  Applications  for  the  completion  of 
urban  renewal  projects  shall  also  list 
anticipated  land  proceeds  for  each 
year  through  fiscal  year  1980:  and  ap¬ 
plications  for  financial  settlements 
shall  list  anticipated  land  proceeds  to 
the  date  of  settlement.  The  equivalent 
of  20  percent  of  an  applicant’s  block 
grant  entitlement  from  1978-1980 
shall  be  or  shall  have  been  provided  to 
meet  funding  needs. 

(c)  A  schedule  showing,  for  applica¬ 
tions  for  the  completion  of  urban  re¬ 
newal  projects,  estimated  land  pro¬ 
ceeds  after  FY  1980  through  the  com¬ 
pletion  of  the  project:  and,  for  applica¬ 
tions  for  financial  settlement,  all  esti¬ 
mated  land  proceeds  after  the  settle¬ 
ment. 

(d)  A  statement  indicating  action 
taken  to  minimize  the  need  for  supple¬ 
mental  assistance.  Program  alterna¬ 
tives  which  were  rejected  shall  be  re¬ 
ported  along  with  the  reasons  for  the 
rejection. 

(e)  Certifications  required  pursuant 
to  §  570.307  concerning  the  legal  au¬ 
thority  of  the  applicant;  action  by  the 
local  governing  body;  A-95;  NEPA; 
FMC  74-4  and  OMB  Circular  A- 102; 
labor  standards;  HUD  requirements; 
flood  hazards;  equal  opportunity;  op¬ 
portunities  for  training,  employment 
and  contracts  for  residents  of  the  proj¬ 
ect  area;  real  property  acquisition;  re¬ 
location;  standards  of  conduct;  Hatch 
Act;  access  to  books  and  records; 
EPA’s  list  of  violating  facilities;  flood 
insurance  purchase  requirements;  and 
historic  preservation. 

(f)  A  statement  showing  the  status 
of  environmental  review  of  the  proj¬ 
ect.  If  the  environmental  review  for 
the  project  has  not  been  completed, 
the  status  of  any  required  environ¬ 
mental  actions  pursuant  to  24  CFR 
part  58  shall  be  shown  for  each  activi¬ 
ty  listed  in  the  schedule  of  activities 
submitted  pursuant  to  §570.483(b)(l). 

§  570.484  Submission  of  applications. 

(a)  Applications  will  be  accepted  in 
the  appropriate  area  office  on  or  after 
the  effective  date  of  this  rule  and  may 


be  submitted  at  any  time  during  the 
fiscal  year.  Funding  selections  will  be 
made  twice  annually  for  fiscal  years 
1979  and  1980.  The  final  rule  will  in¬ 
clude  information  on  submission  dead¬ 
lines  for  those  years. 

(b)  Funding  selections  for  fiscal  year 
1978  will  be  made  by  May  31  and 
August  31.  Urgent  needs  applications 
will  be  considered  for  funding  by  May 
31.  Applications  submitted  pursuant  to 
these  regulations  will  be  considered 
for  funding  by  August  31  provided 
they  are  received  by  July  14.  Appli¬ 
cants  will  be  notified  as  to  the  status 
of  their  requests  promptly  after  fund¬ 
ing  selections  are  made. 

§  570.485  Funding  considerations. 

(a)  General  criterion.  The  general 
criterion  for  funding  consideration  is 
that  financial  settlement  or  comple¬ 
tion  of  a  project  cannot  be  accom¬ 
plished  without  grant  assistance  under 
this  subpart  if  the  project  funding 
needs  are  in  excess  of  the  funding  re¬ 
sources,  as  listed  under  §  570.483(b). 
The  Secretary  may  approve  a  grant  in 
an  amount  less  than  the  funding  as¬ 
sistance  established  pursuant  to 
§  570.483(b),  taking  into  account  the 
funding  priority  needs  of  other  appli¬ 
cants  and  the  availability  of  funds 
under  this  Subpart;  the  feasibility  of  a 
reduction  in  the  scope  of  any  proposed 
activities;  the  land  disposition  pro¬ 
ceeds  listed  pursuant  to  §  570.483(c); 
and  any  other  appropriate  consider¬ 
ations  consistent  with  the  objectives 
of  this  subpart. 

(b)  Purpose  of  grant  Priority  for 
funding  consideration  will  be  deter¬ 
mined  by  the  purpose  for  which  the 
grant  will  be  used.  In  this  context,  all 
grants  will  be  considered  to  be  for 
either  or  both  of  two  purposes. 

(1)  To  achieve  financial  settlement. 

(2)  To  complete  project  activities 
necessary  to  achieve  the  applicant’s 
desired  level  of  project  completion. 

(c)  Funding  priority.  Applicants  will 
be  given  consideration  for  funding  in 
the  following  order  of  priority: 

(1)  Non-entitlement  applicants  with 
renewal  projects  requiring  funds  for 
the  purpose  stated  in  paragraph 
(b)(1). 

(2)  Applicants  with  entitlements 
that  phase  out  in  1980  with  renewal 
projects  that  require  funds  for  the 
purpose  stated  in  paragraph  (b)(1). 

(3)  Entitlement  applicants  with  re¬ 
newal  projects  requiring  funds  for  the 
purpose  stated  in  paragraph  (b)(1). 

(4)  Applicants  with  renewal  projects 
that  require  funds  for  the  purpose 
stated  in  paragraph  (b)(2). 

(5)  Applicants  with  projects  other 
than  renewal  projects  that  require 
funds  for  the  purpose  stated  in  para¬ 
graph  (b)(2). 

(d)  Combined  purpose  funding.  A  re¬ 
quest  for  funds  to  be  used  for  both 
purposes  stated  in  paragraph  (b)  will 
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be  considered  as  though  separate  ap¬ 
plications  had  been  made  for  each  pur¬ 
pose  and  the  proposed  activities  will 
be  given  the  appropriate  priority  con¬ 
sideration. 

§570.486  Repayment  of  categorical  pro¬ 
gram  settlement  grant. 

An  applicant  receiving  a  grant  under 
this  Subpart  shall  be  required  to  make 
repayments  up  to  the  amount  of  the 
grant  from  the  land  proceeds  de¬ 
scribed  in  §570.483(c)  which  are  real¬ 
ized,  provided  that  any  reasonable  ex¬ 
penses  incurred  in  the  disposition  of 
such  land  may  be  deducted  from  the 
proceeds.  The  repayments  shall  be 
made  annually  from  proceeds  received 
by  the  grant  recipient.  With  respect  to 
grants  for  financial  settlements,  the 
repayment  obligation  shall  be  included 
in  the  terms  of  the  closeout  agreement 
notwithstanding  the  provisions  of 
§  570.804(b)(7)(i)  of  subpart  N;  and. 
with  respect  to  grants  made  for  proj¬ 


ect  completions,  in  the  funding  agree¬ 
ment. 

§  570.487  General  provisions. 

(a)  The  Secretary  reserves  the  right 
to  impose  such  other  conditions  in  ap¬ 
proving  categorical  program  settle¬ 
ment  grants  as  are  deemed  appropri¬ 
ate  in  furthering  the  objectives  of  this 
subpart. 

(b)  Any  settlement  grants  which  are 
found  to  be  in  excess  of  actual  needs 
on  financial  settlement  or  completion 
of  the  project  shall  be  returned  to 
HUD. 

(c)  The  failure  to  comply  substan¬ 
tially  with  requirements  applicable  to 
this  Subpart,  or  the  schedule  of  activi¬ 
ties  listed  under  §  570.483(b)(1),  may 
result  in  the  termination  of  the  grant 
and  the  recapture  of  any  remaining 
funds  which  have  not  been  obligated 
by  the  recipient  for  the  purposes,  and 
in  accordance  with  the  requirements, 
with  respect  to  which  the  grant  was 
provided. 


(d)  Any  activities  for  which  environ¬ 
mental  review  actions  are  shown  as  in- 
completed  under  §  570.483(f)  shall  be 
conditionally  approved,  and  the  utili¬ 
zation  of  funds  for  such  activities  shall 
be  restricted  subject  to  the  require¬ 
ments  for  the  release  of  funds  pursu¬ 
ant  to  24  CFR  part  58. 

(e)  The  provision  of  a  grant  under 
this  subpart  shall  not  serve  to  increase 
the  local  share  requirements  of  the 
project. 

(f)  The  provisions  of  Subparts  J,  K, 
N,  and  O  apply  to  this  subpart,  except 
to  the  extent  they  are  specifically 
modified  or  augmented  by  the  provi¬ 
sions  of  this  subpart. 

(Section  7(d)  of  the  Department  of  Housing 
and  Urban  Development  Act,  42  U.S.C.  3535 
(d).) 

Issued  at  Washington,  D.C.,  May  31, 

Robert  C.  Embry,  Jr., 
Assistant  Secretary  for  Commu¬ 
nity  Planning  and  Develop¬ 
ment 

[FR  Doc.  78-15629  Filed  6-5-78;  8:45  am) 
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